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DEC 11 1951

MEMORANIIUM FOR:  The Honorable
The Secretary of State
WCShingtm ?S, DeCo

SUBJECT: China,

1. Atteched hereto 1s a copy of a letter to the Secretary
of Defense and two enclosed papers on the Far tast, which are
being submitted pursuant to a recent conversation between Mr,
Lovett and the undersigned.

2. It is fully apprecisted that some of the statements
and conclusions in these papers exceed the scope of an ordinary
intelligence estimate. The reason for this ia that the NSC has
assigned to the Central Intelligence Agency responsibility for
the conduct of large-scale operations in the area of China.
Hence it is considered appropriste to provide a fully rounded
appreciation of the difficulties of carrying out this mandate
successfully under existing eonditions, and our views, based on
the conclusions and recommendations of our operatives in the
field, as to possible steps to correct these conditions,
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oW Irelling ellque of the KUT has been wmillin: to loosen its strangle-
“q1 e the Tovarnment., It is protabls that this intransigeance stems
"2 the belief that maintenance of the scatus quo gives this clique an
excllusive claia to reinheritance of tre . ainland as & Yy-produst of ©. 5.
victory in World War 177,

e Attached are two studies oudng on the hasie subJect which I sug-
coat be iven wilitary ptars consideration. 'me of these represents the
views of the stimates Division of this Ayency waich, although not an
JAC coordinated saper, refleets tre 108t recent estimates of the milie
tary intelligence azencies, As will be noted, this papsr does not GO~
cern 1tself with the beneficial effects which would result from an ime-
provement of the politicsl situatiom en Taiwan, The other study whigh
represents iLhe views of iLhe operating divisions of CIA points up the
difficulties resulting from thc present unsatiefactory political situ-
ation and concentrates upon the lmportance of a houseclesaning in Taiwan
and a clarification of U, &, policy if significant results are to be
achleved,

in this ' pency who are ziving coneideration to the exploitation of ouyr
assets in the Far iast, I recomuend, however, that the Joint Chiefs of
staff consider thds gencral subject and the attached papers as a matter
of urgency for the purpose of amplifying and firming up our present pro-
gram and, if indloated by -ature conslderation, producing recommendat’ons
which will crystallize our governmental poliey toward the strengthening
of Taiwan as an anti-Communisti base militarily, aconomically, politically,
and peychologically. It seens to we that the self-interest of the United
itates demands thise,

Personnel of CIA are prepared to participate and assi bt in this
studs and in the planning which should follow, For this purpose I have
arran-ed to secure the services of seneral Frank Yerrill w0, as you
“Now, 15 experienced in commando-type operations in the rar hHast and
he would head tha (14 contribution 1o any »lanning syndicate which you
nmay desire to sstablish,

Sincerely,

Distribution:

1 & 2 Addressee ‘

L e Sewg S SIONED

5 g;l “alter B, Smith

6 DD/P Chrono Urector

1 Qen. wagruden
“nclonures {2)
Copy of letter with an&loauro(

The Secrstary of State TS £62821

1R001300270001-2




25¥1
Approved For Release 2006/11/27 : CIA-RDP80R01731R001300270001-2

Q”°

Approved For Release 2006/11/27 : CIA-RDP80R01731R001300270001-2




‘ Appfoved For Release 2006/11/27 : CIA-RDP80R01731R001300270007T-

R64 L4 65

The Honorable Robert A, Lovett
The lLecretary of Defense
§?aﬂhingt°n, L}c C.

“ear ‘r. Secretary:

In antlicipation of the probability of a military cease~fire in
forea, as well as the poseibility of a Wreakdown in negotiations, it
becomes important to review eur ageets in China proper and ihe effect
thereon of eofther developent., A year ago the Chinese Nationalist
Jovernment claimed the existence of 1,500,000 guerrillas on ihe kain-
land of ‘hina, and although we bolieve that this figure was exazgerated,
we know that during the past year the effective action of the Chinese
Communist f{orces has greatly reduced the number of guerrillas., The
current CI4 estimate is aprroximately 165,000, 4 nilitary cease-fire
on ihe ‘orean peninsula wiil probably restore freedor of movement to
a8 oajor portion of Chl.ecse forces now confronting us, and it is to be
assumed that the Chinese Communist Government will then take action to
intensifly the anti~guerrilla canpalomn,

Another asset is the vhinose Nalionalist “orces en Taiwan., Their
Army now consists of about L50,000 ground troops im fair state of
small unit training bub with inadequate equipment and in a poor state
of combat effectiveness. Their suall Navy and Air P‘orge have both
deteriorated xilitarily as a result of lack of equipment and training
facilities. These forces wiil wlthin four years begin to undergo a
rapid deterioration through are alone, They, like the suerrillas on
the “ainland, represent a waning asset which will have to be strenzthened,
built up, and used within the lavediate foreseeable future if we are to
cet any benefit from them,

The military and econouic bro rame for the suppori of Talwan, sueh
as they are, have attained only limited success, This is due in part
at least to Hationalist refusal to effect political referm and particu~
larly (o ihe failure of the lationalist Govermment to eliminate corrup-
tion among its officials. our Support to guerrillas has so far failed
to produce ihe results which had been initially anticipated, due primarily
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to Nationalisi reluctance to commit their guerrilla assete to
action and secondarily to the diificulty of Chinese Nationalist
regular officers of senior grade to adapt themselves to the con-
ditions and requirements of guwerrilla warfare.

Hecent stbudics based on ";wacml ebservation on the spot by
several qualified officers serving with this Agency indicate the
following:

(a) The Chinese lationalist forces are not as ineffective
potentially as the pessimistic reports made a year ago, by our
tervice Attaches then on Talwan, would indicate., Neither are
they as effcetive as the optimistic reports of Americans now

~— employed directly or isdirectly by the Chinese Hationslist
ugvernment would indieate, iy helief is that they can be made
- effective and that if U, N. policy permitied, and if the
» Nationalist Govermument would cooperate effectively, Chinese
Yationalist divisions could be rotated to Korea and mizht serve
- very creditably. It is the opinion of Genersl Wyman and other
v qualified observers that the pressence of a Hationalist division
in ¥orea in contact with former Hationalist troops now serving
the Communist Jovernment would have a marked psychological
= effact,

(b) The existing scattersd and relatively ineffective
guerrilla forces on the iainland, if well led, armed, and gliven
a political rallying point, could be made a potent weapon and
might contain much stronger Chinese Communist forces.

(e) Tim presence on Taiwan of a Chinese Nationalist force
gaining in stren th as the result of training, improved norale,
and improved equipment, would, particularly if its combat train-
ing should include repeated and aggressive ralds and temporary
thrusts oato the iainland, immobilisze for coastal defenss a
considerable proportion of the better troops of the Chinese
Comaunlet irsy and a large quantity of its military transport.
The Hationaliet troops on certain offshore lslands are doing
this at the present time on a sxdl scale and the tlueat could
be intensified,

In my opinion if we are to ouvtaln the full effect of the possibilities
enumerated above, two things are required. The first is a change in our
own policy with respect Lo employment of Chinese Nationalist forces and
a aore souressive approach to the use of guerrillaes. Jecond: political
reform of the Chinese Naticnalist Jovernment is essentlal, So far U. 3.
efforts to cncourage such reform have bsen almost withoul success as the
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